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AdmiQi ~e-P.r:oceeding 

Fi l eN~) 

In the Maner o f 
Traci J Anderso n, C PA, ncr.~tVED 
Tim ot hy W. Carn ahan, 
And 

MAR 09 Z015 
CYIOS Corporation OrFICE Or THESECRETARY 

Res pondents 

ORD ER INSTIT UTI NG 
ADM IN IST RATIV E, AND CEASE­
AND-DES IST PROC EEDI NGS 
PURSUANT TO SECTION 8A or T HE 
SEC UR IT IES ACT OF 1933, 
S ECTIONS 4C AN D 2 1C OF TH E 
SECUR IT IES EXC HANGE ACT O F 
1934, AN D RULE I 02(e) OF T HE 
COM M ISS ION'S RUL ES O F 
PR ACT ICE 

The following are ans wers as required pursuant to Ru le 220 of the Co mmi ss ion' s Ru les o f 

Practice: 

SECT ION II 

A. RES PON DENT S: 

(I ) Note the Co mmi ss ion states that "A nd erson co nse nted in Ja nu ary 20 12 to an order 

pursuant to whic h she fo rfe ited her CPA license in North Ca ro lina" is an incorrect 

stateme nt. Anderso n did in fac t forfeit her li cense due to not fi ling her renewa l 

paperwo rk fo r her license on time (Ex hibit I), but not due to th e NC settlem ent 

order as s tated by the SEC. T he State o f No r1h Ca ro lin a a nd And erso n did in fact 

settle on a n orde r whereas Ande rson was still perm itted to reta in he r C PA license 

with co nditi o ns th at s he not co nd uct audits or rev iew s of fin anc ia l sta tements 

(Ex hibit 2) . Attac hed pl ease find cop ies o f Ande rson's reaso n for forfe iture and 

Anderson 's sett led order with th e state ofNorth Ca rolin a. See Ex hibit I and 2. 
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B. ANDERSON WAS UNLAWFU LLY ASSOC IATED WITH CY IOS AFTERTHE 

PCAOB BARR ED HER FROM ASSOC IAT ION WITH A REG ISTERED PUBLIC 

ACCOUNTING FIRM: 

(4 to 9) Res ponses : 

Firs t: The PCAOB ' s de tinition of"Registered Publ ic Acco unting Firm " (PCAOB 

Rule 100 1(p)( l)- the terms "person assoc iated with a publi c account ing firm " (or with a 

"registered public accoun t ing tinn" or "applicant") and "associated pe rson of a public 

acco unting finn" (or of a "regi stered public acco untin g tirm" o r "applica nt") mean any 

indi vidua l pro prie tor, partner, shareho ld er, pr inc ipa l, acco untant, or pro fess ional 

employee ofa public accounting firm , or any independ ent contractor o r entit y that, in 

connecti on with the preparation or iss uance of any audit report. 

Second: PCAO B did NOT sa nction Traci Jo Ande rson as below : 

Sect ion I05 (c)(4)(C)-temporary or perm anent limitat ion on the activities, 

function s, or operation s of such firm or person (ot her than in conn ect io n with required 

add itiona l profess iona l ed uca ti on or trai nin g) 

T hird: T he SEC a ll eges that Trac i Jo Ande rson Secti on I 05(c)(7)(8) stated as 

foll ows : " It shall be unlawful for a ny person that is sus pend ed or barred from bein g 

associ ated wit h a reg istered public acco untin g finn under this subsecti on wi ll full y to beco me 

or remain assoc iated with any iss uer, broker , or dea ler in an accountancy or a fin anc ia l 

ma nagement ca pac ity, and for any issuer, broker, or dea le r that knew, or in the exerc ise o f 
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reasonabl e ca re should have know n, of suc h s uspe nsion or bar, to pe rm it such an associat ion, 

wi thout the consent o f the Board or the Co mmiss ion." 

Co nclu s io n: Traci Jo Anderson is working and do ing accounting work a nd other 

work as well fo r an iss uer CY lOS Corporation. This is not a vio lati on. 

Our interpretatio n: 

Sect ion I 05(c)(7)(B), the words "under thi s s ubsection" are mean t to say in 

conj unction with an audit repo tt (see PCAOB Rule I 00 I (p)(l)). PCAOB order to Traci 

Jo Anderso n dated August 12, 20 10 on page 18 did not orde r Section I 05 (c)(4)(C) (see 

definiti on). Furth e r, sec ti o n I 05(c)(7)(8) uses words "accountancy or a fina ncia l 

management capac ity"-our interpretati on o f"capac ity" is in the rea lm ofthis s ubsection 

thus bein g in conju ncti on to an audit repo rt. 

furth er, PCAOB Genera l Ru le 100 1 (p)( ii) s tates that o ne mu st " play a 

Substantia l Role in the Pre paration or Furni shing of an Audit Repo rt''. Clea rl y, Trac i Jo 

Ande rso n perform s "ZE RO" percen t in conjuncti o n with the prepa ratio n or fu rnis hing of 

an aud it report. 

In additi o n, the PCAOB did not in clude in the 20 I 0 order tha t Traci was barred 

from bei ng assoc iated with CY IOS eve n tho ugh the PCAO B was awa re o f Traci's 

assoc iation with CY IOS (see Exhibit 3). Exhi bit 3, see item 7, was an affidav it signed 

and sent to the PCAOB d urin g her sett lement process prior to her order which states that 

T rac i Jo Ande rso n is worki ng for CYIOS. The PCAOB be in g aware ofTraci Jo 

Anderso n 's assoc iation w ith CY IOS gave their conse nt (im plicitl y) fo r her to contin ue to 

work for CY IOS . 
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C. 	 CYIOS FAILED TO MAKE PERIODIC FILIN GS REQU IRED UNDER SECTION 

13(A) OF TH E EXC HANGE ACT. 

( I 0-1 I) Res ponse: 

C YIO S was hav in g fina ncia l hard ship and was not able to co ntinu e paying for 

audit o rs and lawyers for th e filin gs so Timoth y Ca rn ahan d id voluntaril y fil e 

Form 15-I 2G as the appro pri ate paperwor k last summ e r (20 14) to revo ke the '3 4 

Act regist rati o n o f th e issuer. 

D. 	CARNA HAN f- AILED TO ASSES INT ERNA L CONTRO LS 

i. Lega l Require ments 

( I2-I 5) Res po nse: 

Carn ahan did prov ide reaso nab le ass urance rega rdin g the re liabilit y o f fin a nc ial 

repo rtin g and th e prepara tion of fin anc ial statements for externa l pur poses in 

acco rda nce with GAA P. Carn ahan and CYI OS ma int a in "evidenti a l matte r, 

includin g doc ume ntati on" that prov ides " reaso na ble supp o rt for managem ent 's 

assess me nt of the effec ti veness of th e regis tra nt" s int ern a l co ntro l ove r fin ancial 

repo11 ing". Ca rn aha n s igned th e requ ired ce 1tificati ons fo r eac h fo rm I 0-K and 

I 0-Q in goo d fa ith and he used reaso nab le ca re in ·'cert ify in g th at th e repo rts did 

not contain any untru e statement o f materi a l fac t or om it to state a materi a l fac t 

necessa ry to make th e state me nts made, not mi s leadin g with res pect to the pe ri od 

covered by the repo1ts' ·. 

4 



~. 

Admiriistrative Proceeding 

File No. 3.16386 


ii. Carnahan's Assessments of Intern al Co ntro l over Financia l Reporting 


( 16-1 9) Response: 


Agai n, Carna han and C YIOS did in fact eva luate ICFR for each I 0-K and I 0-Q. 

Carnahan and CYIOS do maintain docu mentati on of managem ent's assessments 

of lCFR. 	 As Carnah an di scussed w ith the SEC back in Jul y 2014 , CY IOS does 

m ai ntain "eviden ti al matter. includin g documentati on to provide reasonab l e 

support fo r m anagement' s assessment o f the effectiveness" ofCY IOS' internal 

contro l ove r financia l reponing- the CY IPRO program based operatin g system 

that C arnahan created was built wi th IC FR in min d. Carn ahan' s cert i fica ti ons th at 

CY IOS had assessed IC FR are tru e. o9 
r:. OFFERS AND SALES OF SECUR IT I ES 

(20) 	 The i ssuance of comm on shares in reli ance on 2009 filings ( 10-K) was done in 

good faith and w ith no intent to mislead. Thus. th e Form S-8 's rel iance upon this 

tiling and the 20 I 0 I 0-Q· s are accurate. 

E. V IOLATIONS 

(2 1) Ande rson did not willfu ll y viol ate, C Y IOS did not vi o late and Ca rnahan did not 

cause v io lat ions of, Secti on 17(a)(2) and 17(a)(3) o f the Securities Act. A ll 

respo ndents acted in good faith and w ith reasonabl e ca re and wi th no inten t to 

mislead the publi c and users of the financ ial statements and oth er informat ion. 

A ll respondents were awa re of th e PCAOB bar and A nderson was permitted to 

work in an acco untin g in a clerical capac it y and not in preparation of an audit 

repo n. A nderson did not and does not wo rk in the capacity of auditor or in the 

ro le o f auditin g. 
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(22) 	 Per the ex planation above and responses to other all egations throughout this 

doc ume nt, CY IOS d id not vio late and Carnahan d id not cause CY IOS' violations 

o f, Sect io ns 17(a)(2) and 17(a)(3) of the Sec urit ies Act. CY IOS and Carna han 

ac ted in good fai th and with reaso nabl e care and with no intent to mislead the 

purc hase r. Th us, neither CY IOS no r Carnahan engaged in any transact ion, 

prac t ice, or co urse of business with the intent to operate as a fra ud or deceive the 

purc hase r. 

(23) 	 CY IOS a nd Ca rnahan d id not violate Secti on 13(a), and Ru les 13a- l and 13a- 13. 

CY IOS and Carnahan fi led Form 15-1 2G in order to remedy the fil ing 

requireme nts and to revoke CY IOS' reg istratio n. Filing the aforementio ned fo rm 

is permi ss ibl e a nd accep ta ble by the SEC as CY IOS has fewe 1~~lJ 
s hareholde rs on reco rd. Due to the financial burden set fo rth by keeping up with 

the fi ling req uiremen ts, Carnaha n fe lt it to be in the bes t inte res t of the company 

to revo ke the registration ofCY IOS. 

(24) 	 Carn ahan d id not vio late Rule 13a- 14 of the Exchange Act. Carnahan acc urately 

attested to the stateme nt that th e compa ny ' s " report does not contain any untrue 

state me nt of mate ri al fact". As CY IOS' princ ipal executive a nd pri nc ipa l 

f"in a nc ia l offi cer, Ca rnahan ac ted in good fa ith and exerc ised reasonable care and 

without intent to mislead whe n he attes ted to th e above statement. 

(25) 	 Carna han d id not vio late Rule 13a-15(c) of the Exchange Ac t. Carnaha n as 

princ ipa l exec uti ve and princ ipa l fin anc ia l offi cer pe rformed eva luat ions of the 

company's ICFR as o f the end of each fiscal year. 
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This is the conclusion of our responses to the allegations contained in the Order . Anderson, Carnahan 


and CYIOS do not agree with the any of the allegations and we request that the Admi ni strative 


Proceeding against us collectively be dismissed . 


We look forward to discussing this matter further with you . 


Sincerely, 

\ 

Tra ci Ande rson 

! S 
(date) 

1(1/~f!J/5: 
(date) 
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North Carolina State Board of Certified Public Accountant Examiners 
1101 Oberlin Road, Suite 104 • PO llox 12827 • Raleigh NC 27605 • (9 19) 733-4222 • Fax (919) 733-4209 • www.nccp.lboanl.gov 

April 8, 2010 

Traci Jo Anderson , CPA #30009 
14026 Cinnabar Place 
Huntersville NC 28078 

Dear Ms. Anderson : 

Your firm renewal or termination request was postmarked , faxed , or emailed to the 

Board on March 2, 2010 , which is less than 60 days late. Renewing or terminating a 

firm registration after the February 1, 2010, deadline violates G.S . 93-12(7b) and T itle 

21 of the North Carolina Administrative Code 08J .01 08 . Pursuant to 21 NCAC 08J 

.0111 ( 1 ), the penalty for noncompliance of less than 60 days is a conditional license . 


Unless you contact us showing us that you did timely comply with 21 NCAC 08J .0108 , 

we plan to change your individual certificate status from active to conditional for the 

one-year period ending March 23, 2011 . If you do contest this matter, you are entitled 

to a public hearing . If you do not wish to contest this matter, no further action is requ ired 

on your part. 


Pursuant to NCGS 150B-40(d), if you request a hearing you may not communicate , 

directly or indirectly, regarding this matter with any individual member of the Board . If 

you have pertinent evidence showing that you renewed by February 1, 2010 , you may 

contact us with your new information and ask that the matter be reconsidered . The 

deadline for submitting any"'"new information or contesting this matter is April 30, 2010. 


If you have any questions , please let me know. Thank you . 

Sincerely , 

~~ 
Manager of Licensing 

/bw 

Certified Mail# 7160 3820 3530 0715 3567 
RETURN RECEIPT REQUESTED 

Admj nlstralive 
Services 

Co ntm unica l ions 
(91 9) 733-4208 

CPE, Peer neview, & 
firm n egis trat ion 

Exam inatio ns 
(919) 733-4224 

Licens ing 
(919) 733-1422 

ProCessional 
St• ndard s 

(9 19) 733-4223 (919) 733-1423 (919) 733-1426 



Exhibit 2 

NORTH CAROLINA BEFORE THE NORTH CAROLINA STATE BOARD OF 
· WAKE COUNTY CERTIFIED PUBLIC ACCOUNTANT EXAMINERS 

CASE #s: C2010169-1 and C2010169-2 

IN THE MATTER OF: 
Trad Jo Anderson, #30009 CONSENT ORDER 
Traci J. Anderson, CPA 

Respondents 

THIS CAUSE, coming before the North Carolina State Board of CPA 
Examiners ("Board") at its offices at 1101 Oberlin Road, Raleigh, Wake County, North 
Carolina, with a quorum present. Pursuant to N. C. Gen. Stat. § 150B-41, the Board and 
Respondents stipulate the following Findings: 

1. 	 Traci Jo Anderson (hereinafter "Respondent Anderson") is the holder of 
North Carolina certificate number 30009 as a Certified Public Accountant. 

u-\~1 
2. 	 Respondent Traci J. Anderson, CPA (hereinafter "Respondent Fir~· aY .. 

registered certified public accounting finn in North Carolina. 

3. 	 Effective August 12, 2010, the Public Company Accounting Oversight 
Board (PCAOB) barred Respondent Anderson and Respondent Firm from 
being an associated person of a registered public accounting firm on the basis 
of its findings concerning Respondent Anderson and Respondent Firm's 
violations of PCAOB rules and auditing standards in auditing the financial 
statements of three issuer clients from 2007 to 2009. 

4. 	 As a result of the sanctions imposed by the PCAOB, the American Institute of 
Certified Public Accountantc; (AICPA) terminated Respondent Anderson's 
AICPA membership effective September 17, 2010. 

5. 	 Respondents wish to resolve this matter by consent and agree that the Board 
staff and counsel may discuss this Consent Order with the Board ex parte, 
whether or not the Board accepts this Consent Order as written. Respondents 
understand and agree that this Consent Order is subject to review and 
approval by the Board and is not effective until approved by the Board at a 
duly constituted Board Meeting. 
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Consent Order - 2 
Traci Jo Anderson 
Traci J. Anderson, CPA 

BASED upon the foregoing, the Board makes the following Conclusions of Law: 

1. 	 Respondents are subject to the provisions of Chapter 93 of the North Carolina 
General Statutes and Title 21, Chapter 8 of the North Carolina Administrative 
Code (NCAC), including the Rules of Professional Ethics and Conduct 
promulgated and adopted therein by the Board. 

2. 	 Respondents' actions as set out above constitute violations of 21 NCAC 08N 
.0201, .0204, .0209, .0 212 and .0403. 

3. 	 Per N.C. Gen. Stat. § 93-12(9) and also by virtue of Responden ts' consent to 
this order, Respondents are subject to the discipline set forth below. 

BASED on the foregoing and in lieu of further proceedings, the Board and 
Respondent agree to the following Order: 

1. 	 For a period of at least five (5) years following the date of tl1e execution of this ~ 
Consent Order and until the PCAOB has lifted its bar, Respondent Ande so y1
may not engage in any attest of assurance services except as set for ill 
paragraph 2, below. 

2. 	 Respondents may issue compilations. However, Respondents shall obtain 
pre-issuance reviews of the working papers of all compilation engagements 
performed by Respondents w1til such time as the Board considers such pre­
issuance reviews to no longer be necessary . The pre-issuance reviewer shall 
be approved by the Board prior to performing said reviews. Respondents 
shall authorize and cause the pre-issuance reviewer to provide the Board 
with a copy of each pre-issuance review report upon its issuance. 

3. 	 Respondents shall reimburse the Board for its administrative costs incurred 
as a result of monitoring Respondents' compliance with the pre-issuance 
review requirements. 

4. 	 Respondents shall remit to the Board a one thousand dollar $1,000.00 civil 
monetary penally at the time of the execution of this Consent Order. 
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Consent Order - 3 
Traci Jo Anderson 
Traci J. Anderson, CPA 

CONSENTED TO THIS THE g 1-h DAYOF :GoLA~r,f
I 

s 

Respondent 

APPROVED BY THE BOARD THIS THE '2~ 

20V(. 

1'2. NORTH CAROLINA STATE BOARD OF CERTIFIED 
PUBLIC ACCOUNTANT EXAMINERS 



Exh ibit 3 

DECLARATION OF TRACI JO ANDERSON 


Traci Jo Anderson, File No. 105-0FI-2009-009 


1, Traci Jo Anderson, state as follows: 


1. I issued audit opinions for Houseraising, Inc., Envirosafe Corp., and UpSnap, 

Inc. for various fiscal years between 2005 and 2008 . 

2. During this pe riod , I had a professiona l relationship with Joel Baum concerning 

approximately 12 issuers, including (but not limited to) Houseraising, Inc., Envirosafe Corp., and 

UpSnap, Inc. Among other things, I asked Mr. Baum to perform concurring reviews of my 

audits of these issuers' financial statements. I believed that Mr. Baum had orally agreed to 

perform such reviews. 

3. To assist Mr. Baum in his work, I faxed workpapers and checklists to him. I 

generally recall discussing issues relating to my audits of Houserais in g, Inc., Emf'-ro afe 

and UpSnap, Inc. with Mr. Baum. 

4 . I placed Mr. Baum 's initial s on work papers to reflect m y understanding and 

belief that he had in fact perfonncd concurring reviews. I did not intend to create the impression 

that Mr. Baum himself had initialed the work papers. 

5. Mr. Baum never invoiced me for his services. On an irregu lar basis , he s imply 

requested that I pay him certain amounts. My records do not indicate which audit client(s) 

relate to particular payments made by my firm to Mr. Baum, or the nature of professional 

services that he performed in relation to such payments. 
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6. Based on m y further review of relevant documents, including but not limited to 

my tinancial records and workpapers, I am now un sure whether Mr. Baum actually performed 

concurring reviews regarding Houserai s ing, Inc., Envirosafe Corp. , and UpSnap. Inc. 

7. Recently, I had a dispute with Mr. Baum in relation to hi s pe rformance of audit 

services for a company for which I am the chief financi al o fficer, C YIOS Corp. My client 

needed his consent regarding his 2008 a udit's inclusion with the company's registration s tatement 

on Form S-1. Mr. Baum unreasonably made it very difficult for me to obtain this 

consent. Based on this di spute, I believe that Mr. Baum has a moti ve to inaccurately describe the 

nature and scope of professional services he performed in prior years, as well as the nature and 

content of communications between us. 

8. My father died unexpectedly in January 2007. My mother previously had died 

when I was in coll ege. B y the spring of2007, I was suffering from undiagnosed depression. By 

e 
the end of2007, I al so began to experience marital difficulties. Since January 2008 I> hav.a een 

seeing a psycholo gist to help me cope with my grieving for the loss o f both pa rents and the 

impending loss of my marriage and resulting impact on my two c hildren . 

9. I believe that my professional work suffered as a result of my personal prob lems 

in 2007 and 2008. I further be lieve that, with the ass istance of psyc hological co unse ling, I no 

longer suffer from depression, and my personal problems no longer impact the quality of my 

work. 
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I 0. To the extent the statements contained herein are incons is te nt with the statements 

made during my previous testimony the Public Company Accountin g Oversight Board staff, I 

hereby withdraw my prior s ta tem ents. 

Executed this 15th day of June, 2010, in Huntersville, North Carolina. 

-............. ___......." ~ 

Traci io Anderson -~ 
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